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SUMMARY

Through the Federal Family Education Loan  (FFEL) Program, the United States government has given a great
number of students the opportunity to participate in educational programs that might otherwise be beyond their
means by offering low interest loans.

In order to assist in making these funds available and keeping the rates low, the U.S. Department of Education
(USDE) compensates participating lenders with interest benefits and special allowance. Lenders request these payments
and report on the status of their loan portfolios each quarter using a report called ED Form 799, or Lender’s Interest
and Special Allowance Request and Report. The Ed Form 799 consists of six parts to be completed by the lender for
each quarter within 90 days of the quarter’s end.  If the lender fails to submit an ED Form 799 for two consecutive
quarters, then the USDE may deactivate the lender’s eligibility to participate in the FFELP.  If the lender submits an
ED Form 799 that is rejected due to errors or incomplete data and fails to correct and resubmit the form, then the
lender may also be deactivated.  Failure to submit any part of ED Form 799 will result in the rejection of the entire
form.  Instructions for completion of each part are provided on the back of the previous part, except for instructions
for Part I, which are found on the back of Part VI.

PART I:  Identification and Certification. This part is very self-explanatory. It has all the needed lending institution
information, as well as a section for certification from the authorized person at your institution.

PART II: Loan Origination and Lender Loan Fees. This part is used to calculate and report the amount of loan
origination and lender fees due to the USDE on all new disbursements of Federal Stafford Loans (subsidized and
unsubsidized), and Federal PLUS loans. Adjustments may also be made to disbursements reported in a prior quarter.

If, for some reason, a lender is unable to submit an accurate ED Form 799 in a timely fashion, but wishes to pay
origination fees in order to avoid deactivation, call the USDE Lender Reporting Team at (202) 708-9776 for
further instructions.

PART III : Interest Benefits. This is the section in which the lender tells the USDE how much to pay the lending institution
for the interest benefits (benefits occur for subsidized Federal Stafford Loans while the borrower is in school at least half-
time, in grace, and in authorized deferment). Adjustments to prior quarters may also be made.

PART IV:  Special Allowance. Special allowance is paid on all loans to achieve a current market rate. Part IV
must be completed, even though the lender may be claiming no special allowance due for the quarter. Adjustments
to prior quarters may also be made.

PART V:  Changes in Guaranteed Loan Principal for the Quarter. This section is used to report changes
which have occurred to the guaranteed loan principal in the lender’s portfolio. This may change due to capitalized
interest, loans purchased or sold, claims paid, or principal paid by borrowers. Uninsured loans must be reported
under Part V, Line 9 - Principal of loans on which the guarantee was voided. Lenders must maintain detailed
documentation, which permits reconstruction of the entry at the loan level to support the principal amount of
uninsured loans reported here . The lender is not entitled to interest benefits or special allowance on uninsured
loans from the date of the earliest unexcused violation.

PART VI:  Guaranteed Loan Portfolio Analysis for End of Quarter. This section gives the USDE an overview
of your entire student portfolio. It will tell the USDE the principal amounts of loans in school, grace, deferment,
repayment, and forbearance.
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INTEREST BENEFITS

Interest begins to accrue on the first disbursement of each Federal Stafford Loan three days from the date
the lender first disburses funds on the loan. Subsequent disbursements may earn interest on the day they are
disbursed. The federal government pays interest for all eligible borrowers during:

1. The interim period while the borrower is in school or on a normal school vacation

2. The grace period immediately after the student’s last date of attendance

3. Authorized deferment periods

4. Any applicable post deferment grace periods for which the borrower is eligible

However, the absolute earliest date a lender could begin billing for interest benefits on the ED Form 799 is:

l Three days prior to the first day of the enrollment period for borrowers receiving funds via
electronic funds transfer (EFT) or master check, or

l Ten days prior to the first day of the enrollment period for borrowers receiving funds via paper
check.
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THE EARLIEST A LENDER MAY BILL FOR INTEREST
BENEFITS

NO YES

NO YES

Is this a first disbursement?

Has the enrollment
period begun?

Are the funds 3 days after
sent the lender

to the school disburses the
via EFT or funds

master check? (EFT, master check,
or paper check)

10 days prior 3 days prior
to the first day to the first day

of the enrollment of the enrollment
period period

YES

Not subject to delayed
billing; begin billing on

the date the
disbursement is made

NO
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UNCONSUMMATED LOANS

The lender must refund interest and special allowance to the U.S. Department of Education when a loan is
unconsummated.

Definition:

The loan check is returned uncashed.

OR

Notification is received that electronic funds transfer (EFT) delivery has not occurred.

OR

Funds are not negotiated by day 120 after disbursement (e.g., a check is lost).

This provision affects:

• Part II of  ED Form 799 (origination fees) for subsidized Federal Stafford Loans, unsubsidized Federal
Stafford Loans, and Federal Parent Loans for Undergraduate Students (PLUS) loans

• Part III of ED Form 799 (interest benefits) for subsidized Federal Stafford Loans

• Part IV of ED Form 799 (special allowance) for subsidized Federal Stafford Loans, unsubsidized
Federal Stafford Loans, Federal PLUS loans, and Federal Supplemental Loans for Students
(SLS) loans (if applicable)

• Part V of ED Form 799 (principal changes) for all loan types
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Example

School scheduled disbursement date = March 23, 1999
Loan period begins April 12, 1999
Subsidized Federal Stafford Loan funds are disbursed by paper check

a. The lender would disburse March 23, 1999 and begin billing for special allowance.
b. The lender would begin billing interest benefits:  April 2, 1999 (10 days prior to the first day of the

enrollment period).
c. Origination and lender fees would be paid on ED Form 799 for the first quarter of 1999.

Special allowance billing would also begin.
d. Billing for interest benefits would begin on ED Form 799 for the second quarter of 1999.

When the loan enters repayment status, the borrower is responsible for paying the interest on the loan to the
lender.  Therefore, the lender must cease billing interest benefits.

The federal government’s obligation to pay interest on a subsidized Federal Stafford Loan and special
allowance on any Federal Family Education Loan (FFEL) Program loan terminates upon any of the following:

1. The date the borrower’s loan is paid in full

2. For a default claim, see the timely filing section page 171 of this guide

3. The date the borrower’s loan is discharged by a bankruptcy court

4. The date a death or disability claim is paid. If filed untimely, interest paid will be limited to 60 days
plus claim processing time

5. The date the loan ceases to be guaranteed or ceases to be eligible for reinsurance under this part,
regardless of whether the lender has filed a claim for loss on the loan with the guarantor
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